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the Federal Reserve Act, paper rep-
resenting loans to finance the produc-
tion, marketing, and carrying of agri-
cultural products or the breeding, rais-
ing, fattening, or marketing of live-
stock is eligible for discount if the 
paper has a maturity of not exceeding 
9 months. Consequently, a note of a fi-
nance company the proceeds of which 
are used by it to make loans for such 
purposes is eligible for discount or as 
security for a Federal Reserve advance, 
and such a note, unlike the note of a fi-
nance company making consumer 
loans, may have a maturity of up to 9 
months. 

[37 FR 4701, Mar. 4, 1972] 

§ 201.107 Eligibility of demand paper 
for discount and as security for ad-
vances by Reserve Banks. 

(a) The Board of Governors has re-
considered a ruling made in 1917 that 
demand notes are ineligible for dis-
count under the provisions of the Fed-
eral Reserve Act. (1917 Federal Reserve 
Bulletin 378.) 

(b) The basis of that ruling was the 
provision in the second paragraph of 
section 13 of the Federal Reserve Act 
that notes, drafts, and bills of exchange 
must have a maturity at the time of 
discount of not more than 90 days, ex-
clusive of grace. The ruling stated that 

a demand note or bill is not eligible under 
the provisions of the act, since it is not in 
terms payable within the prescribed 90 days, 
but, at the option of the holder, may not be 
presented for payment until after that time. 

(c) It is well settled as a matter of 
law, however, that demand paper is due 
and payable on the date of its issue. 
The generally accepted legal view is 
stated in Beutel’s Brannan on Nego-
tiable Instruments Law, at page 305, as 
follows: 

The words on demand serve the same pur-
pose as words making instruments payable 
at a specified time. They fix maturity of the 
obligation and do not make demand nec-
essary, but mean that the instrument is due, 
payable and matured when made and deliv-
ered. 

(d) Accordingly, the Board has con-
cluded that, since demand paper is due 
and payable on the date of its issue, it 
satisfies the maturity requirements of 
the statute. Demand paper which oth-

erwise meets the eligibility require-
ments of the Federal Reserve Act and 
this part Regulation A, therefore, is el-
igible for discount and as security for 
advances by Reserve Banks. 

[31 FR 5443, Apr. 16, 1966] 

§ 201.108 Obligations eligible as collat-
eral for advances. 

(a) Section 3(a) of Pub. L. 90–505, ap-
proved September 21, 1968, amended the 
eighth paragraph of section 13 of the 
Federal Reserve Act (12 U.S.C. 347) to 
authorize advances thereunder to mem-
ber banks ‘‘secured by such obligations 
as are eligible for purchase under sec-
tion 14(b) of this Act.’’ The relevant 
part of such paragraph had previously 
referred only to 
‘‘notes * * * eligible * * * for pur-
chase’’, which the Board had construed 
as not including obligations generally 
regarded as securities. (See 1962 Fed-
eral Reserve Bulletin 690, § 201.103(d).) 

(b) Under section 14(b) direct obliga-
tions of, and obligations fully guaran-
teed as to principal and interest by, the 
United States are eligible for purchase 
by Reserve Banks. Such obligations in-
clude certificates issued by the trust-
ees of Penn Central Transportation Co. 
that are fully guaranteed by the Sec-
retary of Transportation. Under sec-
tion 14(b) direct obligations of, and ob-
ligations fully guaranteed as to prin-
cipal and interest by, any agency of the 
United States are also eligible for pur-
chase by Reserve Banks. Following are 
the principal agency obligations eligi-
ble as collateral for advances: 

(1) Federal Intermediate Credit Bank 
debentures; 

(2) Federal Home Loan Bank notes 
and bonds; 

(3) Federal Land Bank bonds; 
(4) Bank for Cooperative debentures; 
(5) Federal National Mortgage Asso-

ciation notes, debentures and guaran-
teed certificates of participation; 

(6) Obligations of or fully guaranteed 
by the Government National Mortgage 
Association; 

(7) Merchant Marine bonds; 
(8) Export-Import Bank notes and 

guaranteed participation certificates; 
(9) Farmers Home Administration in-

sured notes; 
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2 [Reserved] 
3 Paragraph 3 of section 1 of the Federal 

Reserve Act (12 U.S.C. 221) defines the conti-
nental United States to mean ‘‘the States of 
the United States and the District of Colum-
bia’’, thus including Alaska and Hawaii. 

(10) Notes fully guaranteed as to 
principal and interest by the Small 
Business Administration; 

(11) Federal Housing Administration 
debentures; 

(12) District of Columbia Armory 
Board bonds; 

(13) Tennessee Valley Authority 
bonds and notes; 

(14) Bonds and notes of local urban 
renewal or public housing agencies 
fully supported as to principal and in-
terest by the full faith and credit of the 
United States pursuant to section 302 
of the Housing Act of 1961 (42 U.S.C. 
1421a(c), 1452(c)). 

(15) Commodity Credit Corporation 
certificates of interest in a price-sup-
port loan pool. 

(16) Federal Home Loan Mortgage 
Corporation notes, debentures, and 
guaranteed certificates of participa-
tion. 

(17) U.S. Postal Service obligations. 
(18) Participation certificates evi-

dencing undivided interests in purchase 
contracts entered into by the General 
Services Administration. 

(19) Obligations entered into by the 
Secretary of Health, Education, and 
Welfare under the Public Health Serv-
ice Act, as amended by the Medical Fa-
cilities Construction and Moderniza-
tion Amendments of 1970. 

(20) Obligations guaranteed by the 
Overseas Private Investment Corp., 
pursuant to the provisions of the For-
eign Assistance Act of 1961, as amend-
ed. 

(c) Nothing less than a full guarantee 
of principal and interest by a Federal 
agency will make an obligation eligi-
ble. For example, mortgage loans in-
sured by the Federal Housing Adminis-
tration are not eligible since the insur-
ance contract is not equivalent to an 
unconditional guarantee and does not 
fully cover interest payable on the 
loan. Obligations of international insti-
tutions, such as the Inter-American 
Development Bank and the Inter-
national Bank for Reconstruction and 
Development, are also not eligible, 
since such institutions are not agencies 
of the United States. 

(d) Also eligible for purchase under 
section 14(b) are ‘‘bills, notes, revenue 
bonds, and warrants with a maturity 
from date of purchase of not exceeding 

6 months, issued in anticipation of the 
collection of taxes or in anticipation of 
the receipt of assured revenues by any 
State, county, district, political sub-
division, or municipality in the conti-
nental United States, including irriga-
tion, drainage and reclamation dis-
tricts.’’3 In determining the eligibility 
of such obligations as collateral for ad-
vances, but the Reserve Bank will sat-
isfy itself that sufficient tax or other 
assured revenues earmarked for pay-
ment of such obligations will be avail-
able for that purpose at maturity, or 
within 6 months from the date of the 
advance if no maturity is stated. Pay-
ments due from Federal, State or other 
governmental units may, in the Re-
serve Bank’s discretion, be regarded as 
‘‘other assured revenues’’; but neither 
the proceeds of a prospective issue of 
securities nor future tolls, rents or 
similar collections for the voluntary 
use of government property for non- 
governmental purposes will normally 
be so regarded. Obligations with origi-
nal maturities exceeding 1 year would 
not ordinarily be self-liquidating as 
contemplated by the statute, unless at 
the time of issue provision is made for 
a redemption or sinking fund that will 
be sufficient to pay such obligations at 
maturity. 

[Reg. A, 33 FR 17231, Nov. 21, 1968, as amend-
ed at 34 FR 1113, Jan. 24, 1969; 34 FR 6417, 
Apr. 12, 1969; 36 FR 8441, May 6, 1971; 37 FR 
24105, Nov. 14, 1972; 43 FR 53709, Nov. 17, 1978; 
58 FR 68515, Dec. 28, 1993] 

§ 201.109 Eligibility for discount of 
mortgage company notes. 

(a) The question has arisen whether 
notes issued by mortgage banking com-
panies to finance their acquisition and 
temporary holding of real estate mort-
gages are eligible for discount by Re-
serve Banks. 

(b) Under section 13 of the Federal 
Reserve Act the Board has authority to 
define what are ‘‘agricultural, indus-
trial, or commercial purposes’’, which 
is the statutory criterion for deter-
mining the eligibility of notes and 
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